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Political Risk Advisory Briefing: Philippines 
 
The Philippines has a Risk Rating of 4: Very Possible.  
 
 

 
 
 
 
 
 
 
 

 
 

Risk Rating  
 

51.42% 
  
 

Likelihood Key 

Ranking  Score Colour 

1 < 0.16   

2 < 0.33   

3 < 0.49   

4 < 0.66   

5 < 0.83   

6 < 1   
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Politics: the ringmaster or the strongman? 

It takes quite something for a potential national leader to glorify violence and illegality and ride 

this wave to election victory. We would think naturally of Donald Trump, who claimed he could 

shoot a man on Fifth Avenue and get away with it, or Brazil’s Jair Bolsonaro who all but called 

for a military coup. But the ‘third man’ in this Trumpian triumvirate is undoubtedly the 

Philippines’ Rodrigo Duterte, whose Greatest Hits include “Forget the rules on human rights” 

and “At least Germany had Hitler”. Having served as President since 2016, Duterte has since 

shaped the islands in his own image across the political and economic spheres – and far from 

positively. 

 

During his 22 years as Mayor of Davao, Duterte projected a strongman image with his 

unapologetic personal war against drugs and corruption. The so-called improvements in the 

crime figures of Davao gave Duterte much support while in office. His manifesto pledge to do 

the same across the country has been viewed widely as the one that won him the presidency. 

Indeed, his doubling down on the extra-judicial killings of enormous numbers of people, many 

of them innocent, seemed only to have improved his standing with much of the public, as a 

man who stuck by his decisions even against the pressure of the UN and human rights groups’ 

criticism. Here was a man who was willing to take control with an iron grip and tackle the issues 

in a manner that nobody else would.  

 

The trouble is, such a course of action implies that the instigator is a single-minded, vaguely 

despotic, figure with a loose approach to morality or due process; and so Duterte has proven. 

Under his rule, the Philippines’ political path has been one of populism and approaches to 

emotion, with broad-scale promises rarely being matched by granular improvements. Not least 

on two of Duterte’s ‘big three’ electoral issues on which he staked his candidacy – constitutional 

change, where Duterte presented himself as the champion of federalism against the previous 

‘elite’ administrations but on which there has been no progress, or the infrastructure promise 

that has so far failed to find purchase. Instead, Philippine politics (and society in general) has 

sunk ever further into institutional weakness, human rights violations as standard, and 

democratic failings at virtually every level. 

 

All of these issues are neatly encapsulated by Duterte’s third key policy, the extrajudicial 

killings in the drug war which he has stated publicly is the biggest threat to national security, 

and which still offers the best representation of how Duterte-style politics has swept the islands 

as a whole. Do what you want, double down on the aggression, don’t let the law get in the way. 
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That this is not only allowed, but actively embraced, sets a dangerous precedent for the future 

of the country – even though Duterte himself may not be part of it.  

 

For the President will not be running in 2022, due to term ineligibility. He may not mind: the 

last five years were characterised by fractious dissent with his VP Leni Robredo and the fact 

that if his daughter, Sara (herself now the Mayor of Davao) runs and wins he would effectively 

be guaranteed a pardon while retaining the power behind the throne. But the nomination 

deadline passed without Sara’s name being submitted and for the first real time, a slight 

uncertainty may have pervaded the top level of Philippine politics. Will Robredo, or the 

President’s favourite senator ‘Bong’ Go, be able to emerge from Duterte’s shadow? Will a 

celebrity candidate such as former boxer Manny Pacquiao win? Or will Duterte himself find 

some way to hold on through a patsy? Whichever happens, the political future of the 

Philippines is at a crossroads and the new President will find it a very tough job to get the 

country back on track when being ‘off track’ has been the point of the last five years.  

 

Economic and societal traps  

Duterte, and whoever his successor will be, will at least be keenly aware that quick and 

decisive action is needed to bolster a flagging economy. For once, the problems do not all 

centre around the ruling regime, as just two years ago the Philippine economy was popularly 

viewed as the latest ‘Asian tiger’ with average annual growth at 6% sustained over the past 

decade and there remains a strong inherent basepoint. But then came Covid-19, which 

simultaneously sent the economy into a nosedive and exposed its faultlines. An economic 

model heavily built on tourism, services and infrastructure is one of the worst to cope with a 

global pandemic, to say nothing of the Duterte administration’s inadequate containment and 

vaccination strategies that perpetuate the problem. With even the most optimistic prediction 

pointing to a decade before pre-pandemic growth levels are seen again, the economy remains 

both the most opportune way to fix the problems, but also the biggest obstacle to its own 

recovery.  

 

First, the positives. Past economic performance, with the Philippines being at the forefront of 

Asian economies and on-trend to become an ‘upper-income’ country with reductions in poverty 

rates, is not gone forever and solidifies the economy as one still with a worthy foundation. 

Presently speaking, the domestic ‘Build! Build! Build!’ programme has $180bn USD to spend 

on critical infrastructural improvements (albeit that much of the funding is rumoured to come 

from China) and extensive tax measures are in place to re-encourage foreign investment.  



                                     Political Risk Advisory Briefing: Philippines 
 
  

 
 
 

KCS Risk Paper 2021 P a g e  | 5 
 

And looking to the future, it is estimated that the natural gas and oil deposits under the 

Philippine Maritime Territory (PMT) might well be some of the largest unexplored resources in 

the world – offering a major boost to Manila’s finances – in addition to general renewed appetite 

for business and investment that has been put on hold during the pandemic lockdowns.  

 

But these positive points cannot disguise the very real problems within the Philippines’ 

economic and societal structure at large. Duterte is once again, the first of these. Showing little 

desire to engage in meaningful economic debate while on the campaign trail, he has largely 

simply continued the broad-brush policy of predecessor Aquino, despite railing against him in 

every other respect, and oft-mentioned buzzwords such as ‘inclusive’ or ‘accelerated’ arguably 

disguise the unfulfilled potential in the economy where bureaucracy, widespread corruption 

and nepotism always drag the positives down.  

 

This corruption is the second major black mark: as one would expect from an administration 

comfortable with extrajudicial killings and arguable crimes against humanity, the Philippines is 

host to significant levels of corruption across the public and private sectors, encompassing 

everything from small-fry bureaucratic bribes to ongoing, pervasive financial corruption at the 

highest level. This despite Duterte’s habit of publicising the names of suspended/sacked 

officials in his weekly address and his supposed zero-tolerance policy. Indeed, Senator Bong 

Go – a close personal friend and political assistant of Duterte, and now a Vice-Presidential 

candidate in his own right – is now implicated in a PPE overcharging scandal that could lead 

to Duterte himself. Almost no institution in the Philippines is ‘clean’ and foreign companies, 

particularly those without suitable support, will get a rawer deal than most. 

 

And thirdly, Duterte’s headline War on Drugs policy acts as a black hole that sucks in attention, 

funding and activity from every other aspect and institution of Philippine life. Whether it be 

supremely overloaded courts, consequent underfunding of government or the ‘extreme’ 

attitudes that spread from this issue outward, Duterte’s pet policy might win him support and 

massage the ego but actually serves to compromise and damage not only the economy, but 

civil society in general.  
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The Philippines vs the world 

Manila sits at an interesting centrepoint of geopolitics: with the growing tensions over the South 

China Sea, the Aukus deal and China’s hegemony all contributing to regional instability 

regardless of anything the Philippines might do. Not that Duterte was remiss in this area. The 

former foreign affairs secretary, Albert del Rosario, claimed recently that he had received 

information suggesting Duterte received help from Beijing through influencing the 2016 

elections – an official denial came but the Philippine-China relationship is strong. Duterte 

effectively ceded control of the West Philippine Sea to the Chinese for “fishing purposes” and, 

in 2018, he told Filipino soldiers that President Xi Jinping had vowed to protect him from ouster.  

 

Moreover, Defence Secretary Delfin Lorenzana has claimed that the Chinese Communist 

Party (CCP) attempted to block the renewal of the 1951 Mutual Defence Treaty (MDT), saying 

that the former Chinese ambassador, Zhao Jianhua, asked the Philippines government to 

“Leave it as it is.” Duterte did nothing to capitalise on the Hague’s decision to award the 

Philippines victory in its international-waters dispute with China – an indicator of changing 

priorities? And today, there are some 220 Chinese ‘warship-type’ vessels moored off the key 

Spratly Islands, within the 200-nautical mile exclusive zone (EEZ) of the Philippines. 

 

It is plain that Duterte has, whether openly or quietly, committed the Philippines’ path to align 

that of China. This will assuredly bring its benefits in terms of economic investment and 

‘protection’, to say nothing of regional support – but there are disquieting signs that this is 

whether by accident or design a ‘zero-sum’ game for the Philippines. Duterte is in the 

unenviable position of having to balance his country’s relationships between opposing world 

powers and playing tug of war as an overall part of the policy. So, instead he seems to have 

decided not to bother and throw all his eggs into the China basket.  

 

In part, this is as a result of a lack of political cunning, an inability to maintain a particular 

decision - indeed almost any decision on any subject - and the mixed messaging coming from 

the US. For example, the Biden administration has claimed it will stand by the Philippines while 

doing nothing about the Chinese aggression in the West Philippines Sea. But Duterte also 

lacks the ability to project real strength for his voting base or to help garner leverage against 

those world powers, so he has chosen the ‘default’ option.  
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The Philippines ambassador to the US, Jose Manuel Romualdez, said he hopes to discuss a 

proposal with the US government to modernise and grow his country’s military and defence 

capability. As yet, Duterte has said little of it. He demanded the removal of US military troops 

from the Southern region of the country and the complete removal of its special forces from 

the country. This was a poor political move in the eyes of the Filipino voters, who had (and for 

the most part still do) the highest regard for the US over any other country in the world. The 

Filipino military establishment, for the same reason, also did not approve.  

 

While Duterte’s ‘build, build, build’ policy kept much of the public distracted (pre-Covid), the 

military was not so easily affected by the sleight of hand and has remained one of the bigger 

thorns in Duterte’s side with regard to his foreign policy – if it could have ever been called that. 

And since the beginning of last year, Duterte had been threatening repeatedly to end the deal 

keeping US troops in the Philippines under the Visiting Forces Agreement (VFA) – although 

this was belatedly signed at the last minute. It seems, that these were deliberate attempts to 

destabilise and damage US relations so that China could be presented as the only other 

choice. 

 

What to expect in the grey areas 

For a business/investor entering the Philippines market right now, they will find an outwardly 

positive welcome that is not matched by the practicalities below the surface.  

 

‘First principles’ would be the inherent danger of what the country has become over the past 

five years – while Duterte won an election, he has since abused his position to attack political 

opponents, threatened to declare a revolutionary government under martial law (confident in 

his own cult of personality) and suppressed public/journalistic dissent. Under his rule, 

corruption has flourished to the extent that the country’s Transparency International ranking is 

almost two dozen points lower than before he took office and any genuine attempts to reform 

or revitalize the economy will always come up against the roadblocks of elitism, favouritism 

and licence for oppression.  

 

Other dynamics push the business threat picture further out: the terror threat to the Philippines 

remains high and indiscriminate about targeting foreign nationals (not least through offshoots 

of Islamic State), organised crime continues to pose threats in terms of kidnap, extortion and 

long-term corporate fraud, and there is a slowly-growing environmental protest movement that 

itself, could pose just as many problems as the violent police response it provokes.  
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And hanging over all of these, the Philippines’ alignment with China and almost deliberate 

loosening of relations with long-standing allies which could serve to dictate business both big 

and small in the future of the Philippines: whether it be Chinese-linked firms being ‘preferred’ 

in contracts and deals, or firms not wishing to even enter the Philippine market lest they be 

seen as taking the ‘Chinese side’ rather than any other.  

 

All told, this is a mix of active and passive, legal and illegal, grey area dynamics, which serve 

to destabilise the Philippine market for any new or returning company and which are assuredly 

the ‘new normal’ for in-country corporates, regardless of the pandemic situation. It is arguably 

therefore incumbent on companies to ensure they are as best-prepared for dealing with and 

mitigating these, as they can be.  
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GREY AREA DYNAMICS 

Over the years, KCS has made it their business to find workable solutions to impossible 

problems. To do this, KCS has sought to establish clearly the intelligence gap between 

perception and reality. 

 

In today’s market where terrorism, organised crime, cybercrime and government sponsored 

cyber espionage and war appear to confront us daily, we need reliable tools to identify the 

risks well in advance. It was for these reasons that KCS created and developed the analysis 

of risk by Grey Area Dynamics or GAD’s, as they are often referred. 

 

GAD’s are all the risks, weakness and threats that will, at one time or another, interfere, 

disrupt or at worst close down businesses. In the projects and work in which KCS have been 

involved in all over the world, it has been evident that the GAD’s identified, can and do kill. 

This method of risk assessment and measurement goes well beyond standard due diligence 

and is a collective description of factors, which can be passive and non-passive, legal and 

illegal. Because GAD’s are difficult to quantify or assess from a purely economic viewpoint, 

these considerations do not normally feature in most credit ratings, investment and banking 

reports, which focus only on sovereign risk. 

 

The main categories of Grey Area Dynamics usually encountered are: 

 

 Legal Illegal  

Active • Industrial & labour relations  

• Absence or effectiveness of 

legal safeguards 

• Government policy and 

nationalism 

• Overt and disguised/beneficial 

ownership 

• Bureaucracy and local 

government 

• Public or media hostility 

 

• Counterfeit & fraud 

• Pilferage 

• Unfair market competition 

• Product piracy 

• Ethics and corporate espionage  

• Organised crime  

• Threats to physical assets 

• Kidnap & extortion  

• Religious extremism 

• Terrorism   

• Civil unrest   

• Organised crime/Cyber Crime 
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Passive • Language & dialects  

• Local customs & traditions  

• Local staff  

• Tribalism and integration  

• Cultural & local sentiment  

• Regulations, taxes and duties  

• Currency & capital exposure – 

payment methods and banking 

practice  

• Environmental hazards  

• Pressure groups  

• Media relations   

• Pandemics 

 

• Bribery & corruption 

• Vested interests and cronyism 

• Patronage bribery & corruption 

• Product diversion 

• Parallel trading  

• Hidden barriers to entry 

 

 
 
For a risk assessment to be thorough, it must encompass the potential for a broad array of 

economic, political and business situations that might affect a business venture. Evaluations 

limited just to political issues or financial factors may be completely misleading. 

 

The degree of severity of a risk portfolio will also depend on the origin of the investing entity; 

for example, European companies often face different risk profiles to American corporations 

considering the same investment opportunity. 

 

Grey Area Dynamics pose a challenge of diagnosis1. The key to avoiding problems before they 

occur or solving them after they have begun to take a toll on performance, lies in their early 

identification and evaluation. Ignoring the impact of GAD’s can be a costly business. 

 

 
1 KCS Group Europe won the European Service Provider of the Year, 1999-2000 at the European Risk 
Management Awards magazine International Risk Management for their work on GAD’s. In 2004, the 
company won an award for Product of the Year from StrategicRisk. 


